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The  Sea  Base 

By  various  agencies  the  transportation  system  of  the  United  States 
is  under  scrutiny,  compelled  by  conditions  which  are  fundamentally 
unwund*  Rates  are  eiqxMed  to  rtringmt  chaliengft;  financrw  of  many 
important  systems  are  severely  strained;  physical  facilities  have  been 
improved,  but  in  some  important  respects  are  still  notoriously  in- 
adequate* Within  recent  yean  motor  tranqxxt  has  assumed  pio- 
portions  comparable  with  railway  traffic  itself,  railroad  rates  have 
been  advanced  by  sixty  per  cent  or  more,  Panama  traffic  has  com- 
pletdy  altered  the  trauqKnrtation  map»  tcmnage  has  inereaaed  out  of 
all  proportion  to  plant  extension,  regulation  has  altered  materially 
the  status  of  oi>erating  companies  and  officers,  line  haul  has  been  sub- 
ordinated to  t^minal  costs,  proposals  are  under  eonadteration  tw 
redistributing  corporate  ownership  on  a  continental  scale — every 
popular  or  economic  concept  of  rai]lway  duty  and  transportation  service 
has  been  profoundly  modified. 

In  relation  to  this  congmes  of  problems,  we  propose  to  discuss  the 
place  of  the  Sea  Base  in  the  continental  system  of  transportation.  It 
is,  of  course,  true  that  no  one  phase  of  this  problem  can  be  segregated 
from  afl  the  oth»  elements  tiutt  enter  into  it.  Hiey  can  no  mon  be 
separated  than  color  from  texture,  anatomy  from  physiology,  spirit 
from  flesh.  The  relation  of  the  Sea  Base  to  continental  tramportation» 
presents,  however,  certain  distinct  phases  <tf  the  proMem  wliidi,  in 
view  of  these  new  conditions,  require,  fresh  consideration. 
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The  concept  of  a  naiaonal  tnmqxNrteftion  qnrtem  is  oonqMuratively 

new.  The  fact  is  in  the  future;  there  is  no  such  system  in  being.  Exist- 
ing tnuQ^KirtaticNi  agencies  are  the  product  ot  historical  and  occmoinic 
accident.  The  traffic  paths  have  be^  maifced  out  by  the  pressure  of 
conflicting  interests.  The  rate  structure  has  been  assembled  bit  by 
bit  wiUuHit  patton  and  without  design.  The  physical  plant  has  ^wn 
without  continental  idan. 

Raikoads  began  at  the  Atlantic  seaboard  and  worked  west  to  the 
Ohio  valley,  through  the  com  belt,  across  the  plains^  over  the  moun- 
tains»  to  the  Pacific  coart.  Individual  lines  were  made  the  subject  oi 
calculation,  individual  systems  were  planned,  but  the  creators  of  our 
present  tran;q>ortation  facilities  worked  without  thought  of  national 
plan.  Hie  mie  icxcc  was  the  determinatMn  of  eadh  of  the  i^eat  rail- 
road builders  to  push  his  own  lines  as  far  as  he  could,  to  extend  his  own 
territory  to  the  utmost  limit. 

The  rate  structure,  such  as  it  likewise  the  i»oduct  of  fortuitous 
purposes,  was  still  less  a  subject  of  design.  It  is  the  haphazard  product 
of  conflicting  interests,  abounding  in  contradictions  and  inconsistencies. 
It  was  macfe  by  a  process  <rf  pulling  and  hauling,  of  stru^^fw  business 
between  one  railroad  and  another,  between  one  distributing  center  and 
another,  between  one  factory  and  another,  between  one  market  and 
another.   The  result  is  aidless  conflwt,  bordoing  on  diaost. 

In  the  nature  of  things,  something  like  consistency  has  been  achieved 
and  the  pressure  of  state  and  federal  commissions  has  been  exerted  in 
the  direction  of  uniformity  and  iqrrtaaiatiBati<m.  The  hodge-podge 
of  rates  is  qualified  by  the  necessity  oS  following  rules  established  by 
precedent,  though  in  many  cases  the  conflict  of  tendencies  has  not  been 
«fven  aiq^rodmateiy  served.  Furthaimgiess  is  almortlodUdden  unless 
some  broad  principles  can  be  established.  Perhaps  the  time  has  come 
when  a  bold  departure  ought  to  be  made,  to  correlate  the  rate  structure 
with  the  j^iysical  fadts  as  wdl  as  the  several  parts  of  the  physkal 
rtructure  with  one  anotlmr. 

Thus  far  the  rate  structure  of  transportation  service  has  been 
readied  by  enqnrical  methods.  No  rate^naldng  body  ever  did,  and  no 
rate-making  body  ever  could  b^n  with  adopting  a  systrai  of  principles 
and  proceed  by  adjusting  specific  rates  to  those  principles.  It  came 
about  in  the  othw  way .  Toreachan  ad}urtment  the  preant  difficid- 
ties  that  will  give  even  approximate  satisfaction,  some  InvNui  pcinciides 

]plisf  ^Im* 


must  be  understood,  at  least  as  a  basis  for  adjustment.  The  adoption 
of  such  pri]ic4>les  must  be  accomplished  by  examination  of  the  facts, 
wliidi,  flo  f ar  as  I  kncnr,  has  never  beea  made  on  hnad  lines  and  by 
the  exercise,  at  least  to  some  extent,  of  a  priori  reasoning,  which  is 
rather  despised  by  railroad  executives  and  traffic  men  and  which  I  think 
is  disdained  by  tbeWteHDMlQi^  bodies. 

It  is  true  that  rate-making  has  had  the  benefit  of  certain  tendencies, 
which,  standing  in  the  place  of  principles,  may  be  reconciled,  after  a 
foshion,  fay  nde  ot  thumb  methods.  The  first  and  simplest  is  the  dis* 
tance  tariflF.  It  is  complicated  by  terminal  costs  and  can  be  fairly  applied, 
to  such  extent  as  it  ought  to  be  appUed»  only  when  a  fair  allocation  is 
made  of  tesminai  oosts  and  line  haul.  .  For  sneh  aQoeation  it  is  lecog* 
nized  that  a  radical  revision  must  be  made  of  the  proportions  hitherto 
adopted  by  custom  and  tradition.  The  opposing  rule  is  that  of  charg- 
ing nHbttt  the  tnffic  irill  bear.  The  soundness  of  this  ni]e»  within  limits, 
is  conceded.  The  question  must  be  carefully  examined  whether  that 
rule  has  not  been  pushed  beyond  its  logical  appUcation  to  a  point  where 
the  stnig^  for  long-range  traffic  has  plaoed  undue  burden  im  nomud 
traffic — commerce  within  the  lo^cal  radius  of  rail  haul.  The  legitimate 
rule  of  charging  what  the  traffic  will  bear  and  the  praiseworthy  effort 
to  9ve  every  seelion  the  largest  possible  use  of  inadequate  outlets,  has 
brought  about  distortion  of  the  rate  structure.  The  attempt  to  give 
every  railway  a  chance  at  any  possible  business  has  at  times  been  carried 
to  such  lengths  that  railroads  woe  largely  occupied  in  hauling  frei^t 
around  two  mdes  of  a  triangle,  when  the  more  eeononucal  way  would 
be  to  s^d  it  across  the  hypothenuse. 

The  governing  rule  in  rale-^naldng  has  been  that  of  equalising  com* 
petition — the  competition  d  carriers,  the  competition  ci  commodity 
sections,  the  competition  of  outlets,  the  competition  of  distributing 
centers,  the  ccwqietiticHi  of  markets.  The  competition  ot  earners  re- 
sulted in  poding  arrangemaits,  differ«itial  agreements,  long-haul  con-  - 
cessions,  and  the  like*  Pooling  has  been  outlawed,  differential  rates 
have  fallal  ioio  disrepute*  but  the  hmtage  d  thirty  years  of  rate^ 
nrilmg  on  that  basis  is  the  chaos  and  conf umon  with  ^rfiich  shippers, 
railroads  and  public  tribunals  are  now  stru^ing.  The  rule  of  charging 
what  the  traffic  will  bear  was  for  a  long  time  applied  with  laudable  in- 
tent and  with  beneficial  results  to  the  deep  intericnr.  Indeed,  the 
extent  to  which  that  rule  had  been  pushed  is  made  evident  by  the 
adverse  effects  upcm  production  when  rates  were  necessarily  revised 
horn  the  atanj^[HMmt  of  the  carriers*  need  of  revraue.  Many  products 
from  the  furdier  points  of  origin  have  been  ruled  out  from  market 
by  the  recent  rate  advances.  The  resulting  dilemna  is  the  alternative 
ef  thiMHng  the  de^  interior  baek  iq»oii  its  own  resomwes  or  retwni&g 


to  a  system  of  heavy  concessions — unless  faciUties  can  be  provided 
which  will  give  more  economical  routings. 

Akin  to  the  competiticni  of  carrim  is  the  competition  of  outl^, 
evidenced  in  the  long-continued  struggle  between  the  Atlantic  ports 
among  themselves,  and  then  between  the  Atlantic  ports  and  the  Gulf 
ports»  qvingii^  up  now  in  arivalry  brtween  continental  service  and  the 
outlet  of  the  Pacific  ports.  In  these  contests  the  gateway  cities  take  a 
principal  part  and  the  railways  serving  them  are  in  cqnstantly  changing 
alliance  dither  to  gain  advantage  or  to  maintain  minima.  The  competi- 
tion <rf  distributing  centers  is  usually  a  local  affair,  but  in  the  attempt 
to  adjust  distributing  rates  it  frequently  appears  that  some  change 
of  minor  in^p<Hrt  threatens  to  divi^A  tibe  struxAure  of  £rei^t  rates  for 
the  entire  region. 

There  are  unsettled  problems  of  the  relation  of  highway  transport 
to  railways  and  oi  walba  competition  to  raiL  Curioudy  enou^  the 
coordination  of  railway  and  highway,  although  the  whole  problem  has 
come  up  within  the  last  ten  years,  seems  nearer  adjustment  than  the 
others.  F^haps  it  is  because  the  diffo^mce  in  f uncti<m  is  mote  easily 
recognized,  the  economy  of  highway  transportation  as  compared  with 
railway  can  be  measured  with  better  approximation.  The  motor  does 
not  threaten  to  take  from  the  raUways  any  traffic  that  they  want  on 
any  large  scale,  but  rath^  it  creates  new  traffic,  gathoing  it  up  for  the 
railways  more  economically  than  they  could  furnish  equivalent  facilities* 
certainly  with  much  less  cost  than  they  ccmld  build  a  net-wwk  of  lines 
ten  miles  apart  for  accumulation  <^  wagon-loads,  wbSie  in  those  trans- 
portation services  where  terminal  cost  is  the  principal  element,  the 
transfer  of  traffic  from  rails  to  hi^way  is  of  t»  a  nuitter  of  rdief  rather 
than  apprdienmon  to  the  railway  comxmnies. 

There  are  fields  of  competition  between  railways  and  waterways 
which  must  be  leeonciled  and  for  whush  some  formula  must  be  found* 
but  a  wide  range  they  are  not  in  c(Hnpetiti<m.  The  railroads  do 
not  offer  to  compete  with  the  ore  movement  from  Lake  Superior  to  Lake 
£rie»  or  the  coal  movem^t  from  Lake  £rie  to  Lake  Sl^»erior..  It  is 
reoQgiuased  that  in  such  cases  the  moate  eoonMuical  agency  for  a  par- 
ticular movement  will  occupy  the  field  which  must  be  surrendered  by 
rival  carriers.  Perhaps  if  the  function  of  each  arm  of  transportation 
were  dearly  p»ceived  and  definitdly  described,  all  these  difficulties 
would  be  solved  or  would  be  as  near  solution  as  the  relation  of  highway 
transport  to  railway* 

The  witstanding  fact  is  that  in  this  process  <tf  adjustment  by  dis- 
tortion, partially  counteracted  by  the  efforts  of  ratemaking  bodies  to 
maintain  uniformity  of  practice,  there  is  not  sufficient  protection  any- 
where for  the  economic  interests  of  the  wholes  These  is  no  body  of 


principles  by  which  the  economic  interests  of  the  whole  may  be  inter- 
preted. Intor-rdatiou  of  rates  by  rail  and  river  is  confused.  Relation 
^  local  to  trans-oontmeaital  rates  is  chaotic  The  interests  ot  the  deep 
interior  are  impaired  if  not  sacrificed. 

The  absurd  conclusion  is  reached  that  carriers  cannot  be  made 
adf  sustainingy  ezoept  upon  a  basis  ol  rates  which  is  eocmoniicaUy  and 
poUtically  impossible,  and  that  the  resources  of  the  deep  interior  cannot 
be  developed  except  upon  terms  which  would  bankrupt  the  carriers. 
When  theare  is  before  m  an  absurd  conclusion,  we  are  bound  to  believe 
that  the  grounds  upon  which  it  was  reached  were  not  correctly  formed. 
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II 

The  Panama  Boute  has  not  only  dianged  the  tramqMrtation  map 

of  the  United  States,  but  it  has  introduced  a  new  set  of  conditions 
which  require  a  re-examination  of  the  entire  transportation  structure 
ol  the  country,  a  Inroad  readjustment  ot  basic  rules,  and  whid^  impose 
upon  us  the  necessity  of  finding  a  set  of  principles  by  which  to  test  the 
correctness  of  individual  decisions.  Rule  of  thumb  methods  won't 
cover  a  ccmtinent. 

During  the  last  two  years  Panama  traffic  has  more  than  doubled; 
most  of  the  increase  has  been  in  traffic  between  the  East  Coast  and  the 
West  Coast  ci  the  United  States*  New  markrts  have  been  opened  to 
New  England  manufacturers;  commodities  from  the  Pacific  Slope  have 
been  received  upon  the  New  England  seaboard  in  unexpected  volume. 
The  comp^tive  situatimi  has  been  so  altered  that  manufacturers  in 
the  Middle  West  have  been  shut  out  completely  from  markets  to  which 
they  formerly  had  access.  The  transcontinental  roads — ^that  is,  from 
Chka^  to  the  Padfic,  two-thirds  of  the  way  across  recently  ai^died 
for  permission  to  cut  rates  on  certain  commodities  fifty  per  cent  ot 
more.  Shippers  and  consumers  in  the  intermediate  country  are  un- 
w^ling,  perhaps  resentf ul»  to  see  factory  ^oducts  go  hundreds  of  mUes 
beyond  them  for  lower  rates  than  they  can  command. 

For  example,  the  rate  on  certain  steel  products  from  Pittsburgh  to 
tli^  Atlantic  seaboard  is  thirty-five  cents,  £rom  Atlantic  ports  to  the 
Padfic»  forty  cents — seventy-five  cents  from  Pittsburgh  to  San  Fran- 
cisco by  rail  and  ocean.  The  all-rail  tariff  of  $1.50  from  Pittsburgh 
to  the  Pacific  becomes  a  papar  rate  only.  The  railroads  have  resigned 
that  traffic.  Bat  from  Chicago  to  the  Pacific  the  rate  is  $1  .S5.  Chicago, 
shut  out  from  the  Pacific  Coast,  asks  for  reduced  rates,  and  the  railways, 
desiring  the  benefit  of  west-bound  traffic  wfaoe  the  prindpal  volume  is 
east-bound,  are  more  than  willing  to  agree;  but  the  i»oUem  of  the  rate- 
making  bodies  is  not  so  easily  solved.  A  reduction  of  fifty  per  cent 
for  this  throu^  niov«nent»  while  farmers  despeodmt  on  the  service  of 
these  railroads  are  vainly  urging  similar  reductions  in  order  to  put  th^ 
on  a  parity  with  their  competitors  in  the  markets  where  their  surplus 
is  sold,  involves  complications.  Whatever  decisicm  is  finally  reached 
in  this  particular  matter,  we  are  directed  to  a  proUem  of  major  im- 
portance. A  series  of  questions  rises  to  which  empirical  method  of 
making  rates  gives  no  adequate  answer.  A  smes  of  conditions  supw* 
venes  which  cannot  be  reconciled.  The  raakoads  must  make  a  living. 


No  general  reduction  in  rates  is  possible.  The  manufacturers  of  Chicago 
and  the  MkkUe  West  are  entitled  to  aeoess  to  market.  The  fannen 
of  the  com  belt  are  likewise  entitled  to  access  to  market.  The  people  of 
the  deep  interior  are  entitled  to  enjoy  the  best  possible  rates  without 
diacriminaiion.  A  set  of  jnobkms  is  introduced  to  which  eminridsm 
furnishes  no  solution  and  questums  are  raised  wfak^  cannot  be  justly 
answered  until  the  functions  of  the  railway  are  defined  and  the  national 
system  of  transpcNrtaticai  is  undwstood  in  terms  of  ccmoepts  that  have 
not  hitherto  been  deveii^Md. 

A  striking  feature  of  this  Panama  situation  is  that  while  it  has 
disturbed  conditiims  over  the  entire  craitinental  aiea»  or  at  least  two- 
thirds  of  the  way  saoss  the  continent,  and  has  injected  into  the  rate 
situation  an  insoluble  problem,  the  tonnage  directly  involved  is  rela- 
tively small.  During  the  cal^dar  year  1924i»  the  traffic  betwera  the 
East  and  West  Coasts  of  the  United  States  via  Pamuna  was  iq>wards 
of  ten  million  tons;  eastbound,  seven  million,  eight  hundred  thousand, 
westbound,  two  miUion,  two  hundred  thousand.  But  of  the  eastbound 
movesnmt  more  than  five  million  tons  was  not  <mly  special  cai^»  but 
cargo  in  special  carriers — that  is,  oil  in  tankers.  The  eastbound  move- 
m^t  of  general  cargo  was  two  miUion,  five  hundred  thousand  tons. 
Compared  with  1,800,000,000  tons  canied  by  the  railways  ci  the  United 
States,  the  figures  seem  trivial.  It  is  not  the  volume  of  traffic  that 
determines  its  importance  in  all  respects;  there  are  strategic  weights 
and  values.  Adjustments  which  drtnmine  the  course  oi  trade,  the 
trend  of  traffic  and  the  development  of  wide  sections  of  the  country, 
may  be  founded  upon  movements  relatively  small  and  apparently  in- 
consequmtial.  The  traffic  of  Panama,  the  new  factors  it  has  intro- 
duced, the  disturbance  of  the  continental  rate  structure,  the  creation 
of  new  markets  and  the  closing  of  former  traffic  paths,  constitute  some 
of  the  new  ph^iom^ia  that  direct  our  attenti<m  to  the  transportation 
system  in  general  and  particularly  to  the  relation  of  the  Sea  Base  to 
the  national  system* 


m 

In  the  present  liansportation  c^nstem  the  railways  are  the  dominat* 

ing  arm.  They  cover  the  country  with  a  network.  In  all  occupied 
territory  the  network  touches  ev^  point;  and  whoe  the  railways 
have  not  gone  there  is  no  occupation.  We  tlunk  of  the  laransportation 
system  as  though  it  consisted  of  railways  with  a  fringe  of  motor  trans- 
put, an  irritant  of  water  carriage,  and  occasional  interference  by 
m»ine.  Hiinldng  of  this  national  syvlbem  as  ^nnonymoitt  with  railway 
transportation,  attention  has  been  directed  to  the  railway  problem 
as  though  it  were  the  entire  tranqKurtaticm  probl^n,  with  the  conse- 
quence that  the  larger  proMem  has  not  even  been  ai^mmdhed.  Mud^ 
of  our  present  confusion  is  due  to  the  fortuitous  growth  of  transporta- 
tion lines  and  traffic  paths,  while  the  disabihty  o£  the  carriers  may  in 
large  d^ree  be  laid  to  the  fact  that  functions  were  not  analjrsed  and 
systems  were  not  planned  with  reference  to  economy  of  function.  It 
is  axiomatic  that  as  and  when  the  movement  of  commodities  is  con* 
ducted  al<mg  the  meet  eoraiomical  lines,  the  prosperity  oi  the  country 
and  the  prosperity  of  the  several  agencies  of  transportation  will  be  best 
served.  It  is  axiomatic  that  the  best  economy  of  each  arm  of  trans- 
portation is  attained  when  it  handles  the  traffic  for  which  it  is  best 
adapted  and  upon  which  it  can  most  effectively  function. 

Now  for  thirty  years  the  railway  apparatus  of  the  United  States 
has  hem  the  subject  of  critidnn,  whether  well  founded  not,  in  re^ 
spect  to  rates,  in  respect  to  service,  in  respect  to  transportation  policy, 
in  respect  to  sufficiency  of  equipment,  in  res^pect  to  sufficiency  of  plant, 
and  at  various  tames  in  the  last  fifteen  yenrs  the  sober  jwlgment  of 
responsible  bodies  has  been  expressed  that  railway  faciUties  were 
inadequate.  For  example,  when  President  Roosevelt  transmitted  to 
Congress  the  rqwrt  of  the  Inland  Watmrays  Comminion  in  1008,  it 
was  pointed  out  that  the  railways  in  the  preceding  season  had  been 
unable  to  handle  with  reasonable  promptness  the  crops  of  the  preceding 
year.  The  language  was  then  used  that  railroad  f  adUties  had  not  heplt 
pace  with  the  growth  of  traffic.  In  various  official  reports  made  since 
then  similar  conclusions  are  presented  with  increasing  distinctness, 
acconqMUiied  by  a  deseniition  <rf  a  aituatum  of  mne  and  mote  iwessmg 
ui^ncy. 

During  the  last  year  or  so,  the  situation  has  been  improved,  due 
more  to  a  forced  speeding  up  of  theytraasptirtation  ^machine,  than  to 
permanent  betterments. 


Explanations  for  particular  failures  have  been  made  which  were 
more  or  kss  ccmviziciiig — strikes;  or  stress  of  weathw;  or  ovenegulation ; 
6t  hampering  of  finandal  ability;  or  Mortage  equipment;  or  lack  of 
terminal  facilities — and  due  wei^t  must  be  given  to  each  of  these 
expUmatioiis — but  when  a  machine  cramps  and  clogs  as  oft^  as  it  is 
oveAoBdedf  whm  ^bten  is  insiifficieiit  resove  margiii  for  the  peak  load 
which  comes  every  year,  when  the  necessary  provision  of  adequate 
terminals  entails  eaqpenditures  greater  than  the  promise  of  increased 
revenue,  we  are  warned  not  to  look  to  aom6  device  or  other»  but  to 
examine  the  structure. 

Overregulation,  however  severe  its  restrictions  may  be,  does  not 
aoeoont  for  the  disabiHtks  of  the  railroads.  When  the  Boosevdt  Com- 
mission in  1908,  pronounced  the  railway  system  of  that  day  inadequate 
to  handle  the  country's  traffiic»  railway  regulation  was  in  its  incipiency. 
Legislation  ^ving  the  Biteratate  CknmiMace  Commission  command 
over  rates  had  not  then  been  passed.  The  regulations  of  1908  would 
hardly  be  recognized  as  restrictions  by  a  railway  executive  operating 
mider  tocfaty's  conditions.  So  that,  however  vexatioiis  r^ulatkm  may 
have  become,  the  inadequacy  of  our  transportation  system  is  not 
accounted  for  on  that  score.  From  the  earliest  days  down  to  1885,  there 
was  a  ra|Hd  decline  in  railway  rates;  hom  1885  to  1806,  a  slow  decline; 
from  1895  to  1915,  the  ton-mile  rate  showed  a  slight  variation,  and 
that  upwards.  It  may  be  that  regulation  hampered  the  opportunities 
of  the  railways,  but  tcHMOiile  earnings  as  the  product  railway  rates 
were  held  steady  during  the  period  of  regulation.  Then  came  the  time 
when  all  rates  and  values  had  to  be  restated  and  in  a  series  of  sharp 
advances  railway  rates  w^  a|»|m»iniatdy  doubled.  The^  are  now, 
after  readjustment,  about  sixty  per  cent  above  the  1915  levels.  Yet 
we  are  solemnly  warned  that  some  of  the  railways  are  facing  disastrous 
eonditions  unless  reli^  is  ^ven.  That  situation,  when  heavy  rate 
increases  do  not  provide  sufficient  revenue,  directs  our  attrition  to  the 
structure  of  the  transportation  system,  rather  than  to  functional 
disturbance. 

Traffic  is  increasing  enormously;  with  the  volume  bu^ness  steadily 
increasing  and  the  future  volume  absolutely  assured,  the  railways 
can  with  difficulty  finance  the  pon^ase  of  equipm^t  necessary  to 
handle  the  buidness  that  is  pressing  upon  them.  Sudi  a  profound 
dislocation  of  the  natural  relation  between  service  and  compensation 
cNveets  our  att^tion  not  to  functional  disturbance»  but  to  the  very 
structure  of  the  tranf^rtation  system. 

For  at  least  fifteen  years  the  need  of  railway  improvements  both 
in  fixed  {riUuit  and  equipm^t  has  hem  stated  in  tenns  billions*  The 
last  year  has  seen  a  marked  improvement  in  the  car  supply^  due  to  the 


persist^t  ^orts  of  the  Amcaricaa  Railway  Association,  in  securing 
more  effidoit  loading  and  more  expeditious  rriease  of  equipment.  A 
large  number  of  locomotives  and  freight  cars  has  been  purchased, 
nrainly  from  equipment  notes,  the  interest  on  which  must  be  paid  and 
the  prindpal  amortiaed  from  the  frright  recdptsh-a  further  obstructioii 
to  lower  rates.  The  betterments  have  been  largely  confined  to  new 
equipment;  there  have  been  few  extensions  of  lines,  and  the  terminals 
are  notorioudy  obsolete  and  inadequate.  At  no  time  in  the  last  fifteen 
years  has  it  been  possible  for  railway  management  to  command  the 
means  for  meeting  all  these  needs.  During  that  time  another  arm 
of  transportation  has  expanded  from  nothing  to  a  ten  Inllian  dollar 
proposition.  The  country  has  found  ten  billions  to  spend  on  automobile 
l^ants  within  that  p^iod.  Simultaneously  there  has  been  spent  on 
free  ri^  of  way  for  automolnies  from  puMic  funds  an  additimial  two 
bUlions.  The  criticism  has  been  made,  and  its  force  is  recognized,  that 
the  railways,  already  overbiu-dened,  have  been  compelled  to  pay  taxes 
to  hdp  build  the  hi^ways  which  were  turned  over  free  of  chaige  to  the 
automobiles.  The  validity  of  that  criticism  is  disputed  in  some  places, 
but  it  is  not  necessary  for  the  present  purpose  to  go  further  into  that. 
The  pertinent  point  is  this:  that  where  taxes  have  heest  laid  iqmn 
automobile  traffic,  designed  to  cov»  capital  diarges  and  maintoiance 
cost  of  the  highways  also,  they  have  been  readily  met,  and  in  some 
cases  th^  have  been  voluntarily  prv^osed.  That  is  to  si^>  automobile 
transportation  has  found  funds  for  plant  construction,  for  equipment, 
.  for  operating  expenses,  and,  whenever  it  has  been  called  upon  to  do  so, 
for  constn«sti<m  and  maintenance  ot  way,  at  a  time  vdsim  railway  trans- 
portation has  found  it  impossible  to  finance  itsdf  adequatdy.  It  has 
done  this  during  the  period  when  the  automobile  was  an  experiment, 
its  operation  wasteful,  its  economy  as  an  instrument  of  tranqxxrtation 
a  wild  guess.  This  set  of  facts  again  invites  our  attention  to  structural 
causes  rather  than  to  functional  disturbances  as  the  real  source  of  the 

diiiability  of  the  railroads. 

Remedial  treatment  for  the  disabilities  of  the  raflway  system,  or 
of  the  transportation  system  in  which  the  railways  are  necessarily  the 
pvedonunant  factor,  is,  we  have  seoi,  not  a  matter  of  administering  a 
tonic  OT  plastering  a  sore.  It  goes  into  the  very  structure  of  the  trans- 
portation system.  It  deals  with  fundamental  economies.  The  im- 
pcxrtance  of  <q>erating  economy  and  <^  the  gains  which  may  be  made  in 
that  direction  is  not  to  be  underestimated.  The  calculation  that  an 
increase  of  ten  per  cent  in  average  car  loading  or  an  increase  of  ten  per 
cent  in  daily  car  mileage  is  equivalent  to  two  hundred  fifty  thousand 
cars,  dmands  the  very  respectful  attmtion  vihixik  it  is  receiving  at  the 
hands  of  railway  associations  and  railway  operating  chiefs.  The 
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possibility  of  increasing  the  effectiveness  of  the  railway  machine  along 
tbyose  lines  deserves  all  the  eiii|>lu«s  that  has  been  given  to  it.  But 
even  in  the  exercise  of  this  economy  in  operation,  our  attention  is  fre- 
quently directed  to  the  fact  that  the  disabiUty  of  the  railways  comes 
from  structural  cwises  rathar  than  from  functional  disturbances. 

EspedaJly  does  perfmmanoe  measured  by  car  mileage  point  in  that 
direction.  Total  car  mileage  is  not  increased  by  cracking  a  whip  over 
locomotive  engineers  and  firemeai.  It  is  a  resultant  of  many  factors  in 
which  the  energy  (rf  the  man  at  the  throttle  is  the  very  least.  Among 
those  factors,  the  hauling  power  of  the  locomotive  is  seddom  significant. 
Terminal  capacity  has  much  more  to  do  with  it.  Clinuraaoe  at  terminal 
is  half  the  battle.  Congestum  at  terminals  more  than  any  other  f actw 
kills  car  movement.  To  relieve  terminal  congestion  the  remedy  is 
sometimes  found  in  applying  the  lash,  finding  an  c^ierating  chief  who 
will  manage  to  do  ^diat  other  men  could  not  get  done.  But  where 
terminal  congestion  frequently  appears  it  is  a  matter  of  course  that  the 
remedy  is  structural  and  not  improvement  in  c^peraUng  i»actice.  A 
yard  may  be  deared  once  or  twice  by  putting  on  more  steam,  but  a 
proposition  to  carry  through  the  yard  constantly  more  traflSc  than  can 
be  accommodated  in  a  steady  flow,  would  be  a  commercial  absurdity 
and  an  eccmomic  sin.  The  belt  line  is  the  natural  resort  to  avoid  con- 
gestion in  dense  traffic  areas.  As  for  the  embargo,  that  is  not  in  any 
sense  a  remedy.   It  may  be  confession  and  avoidance,  but  no  cure. 

But  there  is  another  iae^  which  kills  car  mileage  and  which  rivals 
in  significance  that  of  terminal  congestion  and  sometimes  exceeds  it. 
That  is  the  problem  of  the  Car  Service  Division  of  the  American  Bailway 
A8Boctati<m-— 4Jie  {noUem  ci  fdacing  cars  where  they  are  meded.  And 
for  the  permanent  solution  of  that  problem,  our  attention  is  directed  to 
structural  disabihty  rather  than  to  functional  disturbance.  Every 
fall  the  western  lines  lose  about  half  their  box  cars.  This  is  not  because 
they  are  commandeered  by  eastern  lines.  The  box  cars  are  lost  to 
the  west  because  there  is  no  way  of  returning  them  over  a  distance  of 
a  thousand  imles  or  more  to  the  base  line  of  western  operation.  It 
would  be  physically  possible,  though  it  would  not  be  financiaUy^^feasible, 
to  provide  enough  cars  so  that  there  would  always  be  a  supply  on 
western  lines  during  the  season  of  cxop  movement.  It  would  mean 
the  provision  <rf  such  a  supply  that  a  very  large  proportion  of  the  car 
fleet  would  be  required  to  make  but  one  round  trip  per  year — an  economic 
absurdity  upon  the  face  of  it.  Our  attention  is  therefore  forcefully 
directed  to  the  study  of  structural  causes  rather  than  functional  dis- 
turbances in  our  transportation  system. 

Tenninal  congestion  is  a  ^rmptom;  car  shortage  is  a  symptom. 
The  embargo  is  the  symptom  oi  a  symptom.   Operating  practice  can 


achieve  much,  but  experience  shows  us  that  in  times  of  pressure  upon 
the  tranqxnrtation  system  we  are  unable  to  employ  existing  facihties 
for  all  they  are  worth.  The  more  buriness  increases  the  less  work  can 
be  got  from  a  giyen  facility.  The  higher  the  pressure  upon  a  terminal, 
the  less  business  can  be  put  through  that  terminal.  The  greater  the 
demand  for  box  cars,  the  kss  mileage  can  be  delivered.  Our  attention 
is  driven  to  the  fact  that  every  functional  failure  is  either  due  to  struc- 
tural fault,  m  ai^ravated  by  it.  At  the  bottom  of  all  our  troubles  is 
the  malf wmaticm  at  deformity  <rf  the  trans^portation  systooo. 
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IV 

Ocean  txansportatkm  in  its  relation  to  railways  is  on  a  distinctly 
different  footing  horn  tbe  cmnpetitiMi  m  co-oidmati<m  of  inland  water- 
way service.  Normally,  goods  for  export  are  laid  down  at  the  water's 
edge  where  their  movement  across  the  water  depends  iqion  the  ooeoa 
rate  and  the  price  in  the  ultimate  nuorket,  or  dse  they  are  sold  in  the 
foreign  market  regardless  of  transportation  costs.  Freight  competition, 
for  example,  is  not  a  factor  in  the  esqKurt  of  typewriters*  WhenA,  on 
the  other  hand,  is  w  is  not  on  an  eiq»ort  bams,  acorading  to  mar!^ 
conditions,  including  the  market  for  charters.  That  is,  the  foreign 
trade  movement  is  not  normally  conditioned  upon  domestic  &^ght 
rales.  The  water's  edge  is  the  natural  Imaking  point.  Internal  rates 
are  not  made  with  reference  to  external  movement.  It  is  true,  there  are 
special  export  rates  but  these  are  confined  to  the  main  stem  and  do  not 
ramify  through  all  the  threads  and  filaments  of  traffic.  The  cqwrt  rate 
on  wheat  is  made  from  an  inland  terminal  to  the  seaboard,  not  from  the 
loading  station.  There  is  an  essential  difference  between  rate  adjust- 
ment to  facilitate  fomgn  trade  aiui  that  internal  ta^be  fabrre  in  which 
results  are  reached  by  pulling  and  hauling,  by  setting  up  and  reconciling 
conflicts  of  interest  which  penetrate  the  entire  network*  So  far  as  there 
is  adjustmoit  oi  inland  rates  for  the  baiefit  of  ocean  ccnnmeree,  it  is  on 
broad  lines.  It  is  the  product  of  competition  between  gateways,  the 
competition  between  producing  sections. 

On  broad  Hnes,  if  there  is  ccmipetition  betwe»  gateways,  it  may 
be  between  Boston  and  New  York  or  Philadelphia  and  Baltimore  in 
the  same  range  of  ports;  it  may  be  between  the  outlets  of  the  Atlantic 
seaboard,  the  Gulf  or  the  Pacific,  from  a  ffmi  territory.  If  there  is 
competition  between  producing  sections,  it  may  be  between  North- 
western and  Southern  wheat  fields,  or  it  may  be  between  North  America, 
India  and  Argentina.  Competiti<m  is  («  wide  limits  and  its  adjust- 
ments are  applied  to  the  main  stem  and  not  dim^  to  aS  the  r31s  and 
rivulets  of  traffic, 

Bivaliy  between  ports  and  competition  between  lines  readiing  these 
ports  has  brought  about  a  seines  of  historic  struggles,  complicated  some* 
times  by  rate  wars  of  the  ocean  lines.  For  more  than  a  generation  there 
has  been  a  recogniaed  diffexential  between  Boston  and  New  York  on  the 
one  hand,  Baltimore  and  Philadelphia  on  the  other.  That  diffoential, 
reached  after  a  long  struggle,  was  an  effort  to  equalize  through  rates. 
It  was  agyeed  that  the  rail  rate  to  Philadelphia  and  BaltimcMPe  should  be 
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a  Uttle  less  than  to  New  York,  and  that  Boston  should  have  the  same 
rate  as  New  York.  The  historic  reasons  for  that  differential  have 
vanished.  Ocean  rates  are  no  Icmger  a  distance  tariff;  the  economic 
differential  is  one  of  terminal  costs.  But  thoi^h  there  has  been  dis- 
satisfaction with  the  settlement  for  many  years,  it  has  been  found  as 
difficult  to  upset  it  as  it  was  to  establish  it.  That  very  f  act-Hiiat  an 
arbitrary  situation  is  perpetuated  in  the  face  of  continuing  dissatis- 
faction— agrees  with  the  statement  that  ocean  traffic  is  independent  of 
intefnal  rate  structure,  and  that  ac^ustment  of  inl^^ 
movement  has  not  the  same  essential  relali<m  to  function  that  the  ad- 
justment of  inland  rates  has  to  domestic  traffic.  Perhaps  that  is  still 
moie  apparent  m  the  iidwund  movement.  The  mov^ent  oi  traffic 
originating  beyond  the  port  has  its  effect,  of  course,  upom  inland  rates, 
but  only  a  blunted  effect.  For  example,  a  manufacturer  of  Ohio,  wish- 
ing to  meet  on  equal  t^ms  in  a  certain  tecritoiy  a  manufacturer  in 
Illinois,  will  apply  for  spedfic  dianges  in  the  railroad  tariff  to  desigiiated 
points.  There  is  nothing  like  that  in  the  distribution  of  ocean-borne 
freight.  Whatever  9&«A  it  may  have  upai  rates»  it  follows  the  paths 
man  by  oth«r  traffic 

As  marine  traffic  plays  little  part  in  the  shaping  of  internal  rate 
structuxe»  so  there  is  Uttle  control  over  ocean  rates  by  rate-making 
authorities.  In  the  case  of  foreign  bottoms  there  is  no  direct  control 
and  the  sphere  of  indirect  influence  is  quite  limited.  Any  control  over 
rates  ceases  at  the  water's  edge.  Joint  rates*  through  rates,  participat- 
ing rates,  proportional  rates,  and  all  the  terms  of  control  associated 
with  inland  rate-making,  either  have  no  meaning  or  a  very  different 
meaning  when  goods  are  in  movement  to  or  from  foreign  destination. 

Still  bioad»  than  the  competiticm  of  pwts  is  the  cmnpetition  of  sea 
coasts.  As  there  was  a  struggle  between  the  Atlantic  ports,  so  there 
was  contention  between  the  Atlantic  ports  and  the  Gulf  in  which  it 
was  set  up  either  that  - there  were  diacriminatioroi  against  the  GuM 
ports  or  that  equality  of  opportunity  was  denied  them.  From  that 
long-drawn-out  contest  a  series  of  settlements  was  worked  out,  designed 
to  give  substantially  equal  opportunities  to  all  ports  to  develop  traffic 
with  the  interior. 

The  opening  of  the  Panama  route  introduced  new  elements.  Until 
th^,  the  influence  of  the  Pacific  pwts  had  hem  local  and  the  ^ect  of 
ocean  navigation  on  continental  traffic  had  been  limited.  Within  the 
last  few  years  the  f  anama  route  between  the  Pacific  and  Atlantic  sea- 
board hM  become  not  only  the  contz^ling  route,  but  the  prevailing 
route,  for  many  kinds  of  traffic.  Rail  rates  to  or  from  the  interior  may 
facihtate  or  discourage  ocean  movement^  but  they  do  not  determine 
shipmoit  by  car  instead  of  veaady  or  by  vessd  matoad  of  car.  It  is 


not  the  competition  of  one  vehicle  with  another.  In  the  movement 
between  New  England  and  Puget  Sound,  it  is  hkewiae  true  that  there  is 
Uttle  competition  between  the  railway  and  the  waterway.  Silk,  per- 
haps, will  still  be  carried  from  Seattle  to  New  York  in  sohd  train  loads, 
a  movement  which  lUustrates  the  functioning  of  watmray  and  railway. 
It  is  the  forwarding  of  a  commodity  which  can  bear  express  rates  for 
expedited  movement.  But  except  for  movement  of  high  class  freight 
the  railway  cannot  functicm  in  ocmqMtitioii  with  marme  tranqpwt 
between  the  extremes  of  the  continent. 

Bight  there  is  the  essential  feature  of  marine  transportation,  not 
that  it  is  f meign  eommaree  but  that  it  is  contin^tal  as  distinguished 
from  local  traffic.  Marine  transportation  is  the  movement  of  com- 
modities between  one  continent  and  another  or  between  the  remote  arms 
of  the  same  continent.  The  sea  base  tm  marine  cMnmooe  is  a  natural 
development:  the  erection  of  highways  and  later  of  railways  running  to 
the  sea  base  came  about  in  the  natiu-al  course  of  things.  The  tendency 
to  the  demaication  cS  what  has  been  i^ptly  described  as  ''econamk 
divides"  is  likewise  a  natural  outcome.  There  is  a  well-defined  but  not 
exactly  limited  area  constituting  the  Atlantic  Seaboard.  There  is 
a  wdlrdefined  thou^  not  exactly  fimited  area  ocmstitutmg  Gulf  terri- 
tory. There  is  a  well-defined  though  not  exactly  limited  area  con- 
stituting the  Pacific  Slope.  With  whatevCT  overlap  or  twilight  zones, 
the  terms  are  fairly  wdl  understood  and  r^vresent  pretty  distinct  eco^ 
nomic  facts. 

There  are  two  elements  of  confusion  which  it  is  hardly  possible  to 
overemphasize.  One  is  tte  disturtnng  factor  dt  what  is  called  the 
trans-continental  situation.  The  other  is  the  existence  in  the  heart  of 
the  continent  of  a  large  area  beyond  the  radius  of  logical  rail  haul  for  the 
movement  of  bulk  commodities  to  dither  sea  coa^.  The  trans-conti- 
nental situation  in  brief  is  this:  That  the  railways  between  Chicago  and 
the  Pacific  Coast  desire  to  retain  a  part  of  that  traffic  from  which  they 
are  exduded  now  by  the  movement  from  the  Atlantic  Seaboard,  espe- 
cially in  view  of  the  fact  that  they  need  westbound  tonnage  for  a  balanced 
movement  That  is,  between  the  remote  arms  of  the  continent,  marine 
transportation  commands  the  field  and  the  railway  service  consists  in 
the  short  haul  to  the  water  base  at  either  end;  but  there  is  a  point  at 
which  the  railway  movement  may  be  the  shorter  arc  of  a  long  elliptical 
curve,  and  at  that  pcnnt  competitive  f acUm  appear  with  eqdosive  effect 
in  the  rate  structiu'e.  The  other  element  is  the  existence  of  a  large 
landlocked  area,  a  circumstance  under  which  manufacturers  in  the 
region  of  the  Great  Lakes  are  excluded  by  Panama  competition  from 
markets  on  the  Pacific  Slope  to  which  they  formerly  had  access;  so  these 
manufacturers  become  aUies  of  the  railways  in  seeking  rate  reductions 
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across  the  face  ot  the  continental  fabric — and  thefe  is  a  riddle  reserved 

for  later  reading. 

Whether  we  are  considering  outgoing  traffic  or  inbound  traffic,  the 
rdation  ot  rail  service  to  water  service  in  overseas  business  is  dearly 
distinguished  from  the  constant  and  intimate  process  of  rate  adjustment 
in  internal  transportation  from  the  producer  to  the  market,  or  from  the 
markrt  to  the  consomer.  Control  differs  in  kind»  and  in  d^ree,  and 
in  mode,  and  in  extent,  and  in  appUcation. 


V 

A  national  system  ol  tranq^KHrUtimi  is  necessary,  if  chaos  is  to  be 
resolved  into  order,  if  the  railways  are  to  be  nourished  so  that  they  can 
m^TlfMii  themselves  and  extend  their  occupation  into  areas  still  vacant, 
so  that  c<»itmiioi]S  service  to  the  dipper  may  not  be  interrupted  and 
so  that  the  latent  productive  powers  of  all  parts  ci  the  countiy  m^  be 
developed. 

The  principal  lequiremoits  in  a  national  transportation  system  may 
be  set  down  in  simple  terms.  It  must  be  capable  of  eztttiding  its  service 
to  every  part  of  the  country  which  has  need  of  transportation;  it  must 
be  cspaUe  ol  providing  adequate  service;  it  must  be  so  fashioned  as  to 
promote  economy;  it  must  permit  access  to  market  for  every  producer 
and  every  consumer  by  the  most  direct  route  obtainable  and  by  the 
moat  efficient  means  which  the  available  resources  can  command  and 
which  the  potential  traffic  will  sustain.  In  this  respeet  the  needs  of  the 
country  to  be  served  and  the  interests  of  the  carriers  which  furnish  the 
flwiee  exactly  cmncide.  They  want  service  that  will  reach  everywhere 
so  that  all  opportunities  for  the  creadoa  of  tmffic  may  be  put  into  play. 
They  want  an  adequate  and  unfailing  service  so  that  production  may 
be  infll«»Mii«d,  They  want  the  facilities  which  will  yield  the  maximum 
ultimate  economy  from  which  is  derived  the  lowest  cost  to  the  ahq>per 
and  the  largest  profit  to  the  carrier. 

Nature  has  marked  out  the  basis  of  such  a  system.  There  is  the 
well-defined  though  not  exactly  limited  area  of  the  Atlantic  seaboard, 
there  is  the  well-defined  though  not  exactly  limited  area  of  the  Gulf 
ports,  there  is  the  well-defined  though  not  exactly  limited  area  of  the 
Padfic  slope.  The  foundatimi  of  the  transportation  ^stem  is  the  sea 
base.  The  great  channels  are  those  which  lead  to  oeean  ports.  The 
broad  traffic  areas  are  those  from  which  commerce  flows  to  the  sea. 
The  defining  rates  are  those  based  upon  marine  transportation.  The 
flow  of  traffic  is  in  certain  phases  regulated  by  the  sea  base.  It  is  the 
uneven  flow  of  traffic  to  the  sea  base  which  at  times  upsets  the  entire 
transportation  syst«»n;  it  is  "pot^tial  water  competiti«m"  which  be- 
devils inland  rates. 

It  is  true  that  our  export  tonnage  is  but  a  small  fraction  of  the  whole. 
Fifty  million  tons  exports  as  compared  with  one  biUion  three  hundred 
million  tons  or  more  of  internal  traffic— less  than  four  per  emit  of  the 
whole.  But  iu  the  case  of  Panama  movement,  a  quantum  of  three  to 
five  million  tons  was  enon^  to  make  over  the  traffic  map  of  the  United 


States,  enouj^  to  open  and  dose  continental  markets,  enough  to  disturb 
and  perhaps  to  upset  the  continental  rate  structure.  Furthermore,  it 
is  this  unbalanced  mov^noit  to  the  seaboard  whidi  superposes  an 
additional  peak  on  the  seasonal  peak  load,  and  even  beyond  that  it  is 
the  freight  coming  down  the  Great  Lakes  in  the  fall  which  caps  the  peak 
load  at  the  pmnt  oi  hi^iest  i»essure.  The  least  addition  to  the  load 
over  and  above  the  margin  of  safety  where  there  is  no  margin,  is  falial. 

We  have  seen  that  at  a  time  when  equipment  is  most  needed  we 
can  get  the  least  use  from  it.  We  have  seeaa.  that  the  railways  cannot 
comfortably  finance  the  purchase  of  equipment  necessary  for  handling 
the  growing  business  put  upon  them  and  assured  for  the  future.  We 
have  seen  that  tram^pwtation  ccmditioos  require  ecwomy  of  every  sort, 
not  only  such  operating  devices  as  incaeased  car  loading  or  quicfcening 
the  turn-around,  but  radical  economy  in  the  use  of  the  railway  plant — 
cars,  tmoinals  and  lines.  Economy  in  employment  of  the  transporta- 
ti<m  plant  involves  proper  distribution  of  traffic  through  the  moat  om~ 
venient  terminals,  disposal  of  the  traffic  to  avoid  terminal  congestion, 
eccmomy  in  tiie  creatixm  of  terminal  facilities,  routing  what  will  employ 
em  and  motive  pow»*  economically,  ddivery  at  base  points  -y^aaick.  will 
permit  not  only  quick  turn-around  at  the  terminal,  but  quick  return  to 
the  original  base.  The  most,  superficial  view  of  the  situation  points 
oondurivdy  to  a  study  of  intmial  tram^Mvtatiim  with  reference  to  the 
sea  base,  a  study  of  the  radius  of  influence  of  the  several  ocean  gateways, 
of  adjustment  of  physical  facilities  and  of  rate  structure  to  bring  about 
the  n»Mt  economical  use  <rf  eadbi  coast,  and  the  adi^^ation  of  the  ez^^ 
plant  with  or  without  reconstruction  to  accomplish  the  movwnent  of 
products  from  the  interior  to  the  seaboard  or  from  the  port  of  entry  to 
the  port  of  consumption  with  the  minimum  of  eooaoinic  coat. 

Nature,  which  has  indicated  the  extent  of  the  area  whidi  sends  its 
surplus  to  the  Atlantic  seaboard  and  to  the  Gulf  and  to  the  Pacific 
ports,  has  provided  the  Aman»n  continent  with  one  potential  sear 
coast  not  yet  utilized.  Upon  the  map  of  eoonomic  divides  indicated 
by  the  geography — the  Atlantic  seaboard,  the  Gulf  territory  and  the 
Pacific  dope-HJia«  »,  as  it  were,  an  eccmomic  desert,  an  area  a  thousand 
fliies  east  and  west,  five  hundred  miles  ncMrth  and  south,  bqrood  the 
radius  of  logical  rail  haul  to  either  coast. 

This  rei^  is,  in  fact,  anything  but  an  ecfmoraic  desert.  Ther^iiMi 
of  the  Great  Lakes  and  the  Upp»  Misrissippi  Valley  indudes  largo 
and  prosperous  conuuunities,  it  conunands  a  landlocked  commerce  of 
enormous  proportions,  it  comprises  the  greatest  {voducii^  sections  of 
agricultural  staples  except  cotton,  and  it  is  becoming  the  seat  at  largb- 
scale  industries.  In  the  development  of  this  region  the  conmierce  of 
the  Great  I^dces  has  beea  one  of  the  controlling  factors  thus  far.  The 
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ability  to  ship  ores,  coal  and  bolk  products  of  i^cultiire  like  wlieat  a 
thousand  miles  by  water,  has  furnished  the  key  by  which  these  resources 
wefe  unlocked  and  by  which  the  territory  was  occupied. 

Trace  upon  the  map  ci  the  United  States  the  fourth  economic 
divide,  based  upon  the  Great  Lakes  as  linked  with  the  ocean,  ^ving  to 
the  coast  ol  the  Great  Lakes  access  to  marine  commerce,  and  a  new 
symmetry  appears.   Every  produdng  section  of  the  coun^  will  then 
Ue  within  logical  rail  haul  of  the  water  base.    The  conditions  will  then 
have  been  cmted  on  idbich  it  will  be  possible,  without  any  extensive 
reconstruction  of  exkidng  fadHties,  to  eredt  each  rail  system  upon  the 
sea  base.    Economical  distribution  of  terminal  facilities  will  then  be 
possiUe.   The  tennmals  of  the  lake  ports,  according  to  the  display  of 
enterprise  in  each  case,  will  supplement  and  balance  the  service  of  the 
Atlantic  ports  and  of  the  Gulf  and  of  the  Pacific  slope.    Railway  rates 
can  then  be  erected  upon  the  wat»  base  with  the  least  disturbance  of 
the  internal  structure.  Eccmomy  in  the  use  of  the  raflway  plant  wiU 
appear,  not  only  in  simplified  routing,  but  in  that  command  over  the 
eqaqnoent  by  which  cars  dispatched  to  a  lake  port  may  be  promptly 
returned  to  the  loading  station  for  continuous  mowmient.  Railway 
rates  will  be  beneficiated  so  that  railway  finance  will  no  longer  be  an 
impossiMe  problem.   The  rate  which  is  too  high  to  let  products  move 
from  Eastern  Montana  or  Ndbraska  to  the  Atlantic  seaboard,  and  too 
low  to  recompense  the  railways  for  that  service,  will  give  ample  margin 
for  reduction  when  the  haul  is  made  to  the  nearest  lake  port,  and  upon 
that  reduced  scale  the  rate  will  be  not  only  ample  recompense  to  the 
railway  for  the  service,  but  will  provide  such  nourishment  that  the 
nohray  may  equq>  itself  for  its  duty  and  even  extend  its  Unes  into  un- 
occupied taritory.  By  every  test  oHiditkm— rates,  service,  financial 
abiUty,  control  of  car  movement  and  dispatch — ^the  railways  in  the 
teifitory  served  by  the  lakes  will  be  put  upon  their  feet  when  they  stand 
upon  the  sea  base. 

Under  present  conditions  the  trans-continental  situation  presents 
an  iii^>ossible  dilemna.  Railways  west  of  Chicago  desire  to  cut  their 
rates  in  half  in  ord»  that  manufacturers  between  the  Great  Lakes  and 
the  Missouri  River  may  participate  in  the  markets  of  the  W^st  Coast. 
Fanneni  in  the  same  section  demand  rate  reductions  which  the  railroads 
declare  would  be  ruinous,  fatal.  That  set  ctf  problems  will  be  greatly 
simplified,  if  it  does  not  entirely  disappear,  when  from  every  producing 
section  the  opportunity  is  given  to  reach  the  water  base  by  a  haul  not 
greater  than  the  h^^ical  radius  oi  rail  carriage,  and  the  <q[yportunity  will 
be  given  to  the  raflways  to  make  a  living  in  accordance  with  the  re- 
sources of  the  territory  they  occupy  from  the  internal  movement  to 
market  and  from  market  to  ibe  consume  within  that  territc^,  plus  the 
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carriage  of  sui|dus  products  to  the  wator  base  fcMT  low  cost 

to  other  markets. 

Experience  in  the  use  of  the  Panama  route  furnishes  illustrations 
both  d:  the  develoinng  utility  and  the  remaining  infirmity  of  the  national 
system.  There  has  been  communication  between  California  and  the 
Atlantic  seaboard  since  the  first  vessel  rounded  the  Horn.  There  woe 
primitive  traffic  facilities  in  the  days  <tf  the  ov^4and  trail  and  the  pony 
express.  Time  came  when  the  overland  trail  was  superseded  by  the 
Pacific  railways  and  the  trip  around  the  Horn  was  obviated  by  the 
Panama  railwiQr.  And  the  later  time  came  wbm  the  need  of  communi- 
cation between  the  two  coasts  was  met  by  the  Panama  Canal.  An 
investment  of  $463,000,000  was  justified  in  order  that  there  might  be 
unl»*oken  water  ocmnections  between  eoart  and  coast.  Thou|^  there 
was  always  an  open  seaway  between  the  Atlantic  seaboard  and  the 
Pacific  coast,  the  conditions  were  not  satisfied  until  there  had  been 
provided  the  best  posaibte  communication  between  the  eaatem  and 
westmi  littorals. 

The  deep  interior  could  not  progress  beyond  the  faciUties  of  the 
burro  or  ox  team  and  the  canoe  and  the  flat  boat  until  its  local  trans- 
portation was  articulated  with  the  economy  of  the  railway.  Hie  prog- 
ress of  the  deep  interior  is  now  likewise  denied  until  railway  carriage  is 
articulated  with  the  economy  of  marine  transportation  tm  the  omti- 
n^tal  movement.  No  system  of  hi^ways  could  be  created  that  would 
afford  the  means  of  efficient  motor  transportation  unless  it  were 
based  upcm  railways  giving  access  to  markets  beycmd  range  o^ 
highway  transportation.  No  syst^  raflway  bnmdi  lines  could  be 
created  unless  it  were  based  upon  main  Une  railways  connecting  the 
largw  centos.  No  railway  syst^  can  furnish  adequate  service  unless 
it  is  properly  related  to  the  de^  water  base. 

We  may  be  warned  against  too  strict  adherence  to  academic  logic, 
but  in  view  ci  the  present  confusion  and  chaos,  a.  slight  injection  oi 
logic  and  reason  might  not  be  the  wrast  thin^  that  could  happen. 
Detached  consideration  of  the  broad  view  may  point  the  way  toward 
the  scdution,  or  at  least  toward  the  basis  on  which  the  solution  may  be 
worlred  out  by  practical  m^od.  Examination  of  the  facts  as  they 
are  today  and  as  they  have  been  for  fifteen  years,  and  as  they  have  been 
indicated  for  a  g^eration,  compdi  one  to  the  conclusicm  that  the  founda- 
tion of  the  transportation  sysAon  of  the  United  States  most  be  s^  up  in 
a  structure  symmetrical,  standing  upon  the  water  base  on  all  four 
sides. 
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The  sea  base  is  and  must  be  the  foundation  of  the  internal  trans- 
portation system  which,  by  rail,  highway  and  inland  waterway,  each 
in  its  capadty,  extends  over  the  whole  ooimtry.  A  balanced  trans- 
portation structm*e  is  posable  serving  the  whole  country  only  where 
there  is  a  symmetrical  water  base.  Symmetry  in  the  United  States  is 
given  to  1XB  1^  the  proportionate  devdopm^t  of  the  gi^»ways  of  the 
Atlantic  seaboard,  of  the  Gulf  and  <rf  the  Pacific  dope,  and  the  attain- 
able development  upon  an  ocean-going  basis  of  the  lakes  ports. 

The  Great  Lakes  and  the  St.  Lairrenoe  together  oHostitute  an  in- 
land waterway  and  a  frustrated  seaway  <rf  enonnous  impcntance  in  its 
present  utiUty,  and  of  indispensable  value  in  its  potential  development. 

This  waterway  and  seaway  ccmttsts  now  oi  three  parts.  There  is 
the  highway  of  five  Great  Lakes,  four  originally  separated  by  shal- 
lows but  now  connected  by  channels  with  minimum  project  depths 
ol  feet.   On  the  Great  Lakes  there  is  a  conunerce  of  more 

than  one  hundred  twenty-five  million  tons  a  year.  It  is  in  grw* 
part  the  movement  of  Lake  Superior  ores  to  Lake  Michigan  and 
Lake  Erie,  of  coal  from  Lake  Erie  to  upper  lakes  ports,  of  grain  and  flour 
from  the  head  cf  navigation  toward  the  seaboard.  The  land-locked 
commerce  of  the  lakes  has  reached  these  enormous  proportions.  The 
frustrated  movement,  through  the  smaller  chanueb  below  Lake  Erie, 
is  of  less  volume  and  is  confined  to  a  relativdy  small  range  of  commodity 
cargoes;  mixed  cargo  movement,  through  this  compound  channel,  be- 
Ofcuse  of  the  interrupted  passage  and  perhaps  for  want  of  terminal 
facilities  and  traffic  o^anization,  is  inconraderable.  At  the  other  end, 
Montreal,  one  thousand  miles  from  the  ocean,  approached  from  the  St. 
Lawieiice  estuary  by  improved  channels  nearly  two  hundred  miles 
above  the  natural  head  of  deep  water  navigation,  has  become  the  second 
largest  port  on  the  North  American  Atlantic  Coast. 

The  interrupted  seaway  between  Montreal  and  the  foot  of  Lake 
Erie  is  divided  in  two  parts.  Lake  Ontario,  separated  frtnn  Lake  Erie 
by  the  Niagara  barrier,  and  the  Upper  St.  Lawrence  broken  into  a  series 
of  pools  by  the  rapids.  From  Lake  Erie  to  Lake  Ontario  and  passing 
the  rapids  in  Canada,  is  a  series  ef  canals  having  limitini;  depths  of 
fourteen  feet.  These  canals  are  reckoned  as  obsolete.  Thirty  years 
ago  they  would  admit  the  standard  carriers  of  the  Great  Lakes  fleet, 
but  the  deepening  of  the  upper  lakes  passages  so  greatly  improved  the 
economy  of  the  carriers  that  the  St.  Lawreuce  canals  were  relegated  to 
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inferiority.  They  are  also  antiquated.  Modern  engineering,  as 
exemplified  by  plans  for  the  new  WeUand  and  for  the  new  St.  Lawrence, 
would  not  only  deepen  and  broaden  the  channels,  but  reduce  by  half 
the  number  of  locks  and  for  a  considerable  distance,  drowning  out  the 

*  rapids,  would  supplant  the  artificial  channel  with  the  free  navigation 

of  a  broad,  deep  pooL  Nevotlidess,  in  spite  ol  aU  these  handicaps, 
the  St.  Lawrence  section  of  the  seaway  through  the  Welland  Canal, 

»  through  the  length  of  Lake  Ontario,  through  the  canals  and  pools  of 

the  St.  Lawraace,  now  earries  above  five  million  tons  a  year  of  freight, 
a  volume  greater  than  that  which  moves  through  the  magnificent  system 
of  state  canals  built  by  New  York,  greater  than  that  of  the  Mississippi 
above  New  Orleans,  larger,  indeed,  than  both  ocMolMned.  Evim  as 
thus  frustrated,  there  is  a  significant  movement  of  ocean-going  boats 
through  the  St.  Lawrence  canals,  either  bringiug  cargoes  or  put  in 
oonunisaon  to  particqmte  in  the  lakes  trade. 

For  a  considerable  period  during  1923  and  1924,  the  St.  Lawrence 
route  not  only  made  the  rate,  but  it  controUed  the  flow  of  export  grain 
from  the  Great  Lakes.  This  benefit  to  the  grain  shippos  was  tempo- 
rary.   With  the  quickening  of  the  movement  in  the  fall  the  facilities 

^  became  congested,  rates  advanced  sharply  and  other  lines  were  able  to 

participate  in  the  movem^t.  The  capacity  of  this  route  has  already 
been  reached,  and  relief  can  only  be  secured  when  the  Great  Lakes  are 

>  open  throughout  the  season  to  all  sorts  of  merchantmen  of  the  average 

carrying  capacity  of  the  world's  fleet.  Only  then  can  the  benefits  of 
through  water  transportation  ber  extended  to  the  products  of  manufac- 
ture which  do  not  constitute  bulk  cargoes  and  to  which  interruption  of 
water  carriage  by  repeated  transfos  is  a  complete  barrirar. 

The  recent  coming  into  the  lakes  in  ocean  bottoms  of  steel,  pulp- 
wood,  nitrates,  clay,  sugar,  lumber,  coffee  and  other  cargoes,  and  the 
movement  down  the  Ukes  of  cargoes  ol  wheat,  flour,  automobiles  and 
supplies  destmed  to  foreign  ports  are  highly  significMit  of  the  pressure 
upon  the  transportation  system,  the  eagerness  to  find  new  inlets  and 
outlets,  to  redress  the  imsteady  balance  of  costs  and  service  in  trans- 
portation. The  real  significance  of  the  lakes  to  ocean  seaway,  as  it 
exists,  is  that  on  the  highway  of  the  upper  lakes  there  has  been  built  up 
a  landlocked  cxmm&fx  which  is  approached  nowhere  else  in  the  world, 
that  at  the  present  head  of  ocean  navigation  sifs  a  prart  claiming  to  be 
second  only  to  one  other  on  the  North  Atlantic  seaboard  and  that 

'  through  tiue  least  mab]e  pcurticML  oi  this  lakes-to-ooean  route,  through 

the  antiquated  channels  of  the  partly  improved  section,  there  is  carried 
a  greater  tonnage  than  that  of  the  New  York  State  Barge  canal  and  of 
the  !Mjsrissippi  above  New  Orleans  combined.  The  feasibiUty  of  the 
pn^ooed  improvement  has  been  established  beyond  any  questicm. 
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The  estimates  ci  cost  which  we  vmfied  within  a  reasonable  margin  oi 

error  are  far  below  the  ascertained  benefits. 

Above  the  localized  benefits  of  actual  return  upon  the  investment  is 
the  immeasurable  value  of  that  improvement  which  will  complete  ibe 
symmetry  of  the  sea  base  upon  which  may  be  erected,  without  any  ex- 
tensive reconstruction,  a  symmetrical  system  of  internal  transportation: 
^nnmetrical  in  its  potoitial  devdopment  €i  pwts  and  outlets,  ^ym- 
metrical  in  the  relatively  even  flow  of  commodities,  symmetrical  in  the 
comparatively  equable  use  and  distribution  of  equipment,  symmetrical 
in  the  generatimi  of  a  rate  stnictmie  which  will  afford  a  living  return  to 
the  carrier,  nourish  its  earning  powers  for  extension  and  reproduction 
and  encourage  the  energy  of  the  producers  for  the  largest  possible  in- 
crease of  the  country's  resoiDfces. 
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On  the  Great  Lakes  the  largest  stream  of  traffic  is  that  to  and  from  Lake 
Superior,  branching  to  Lake  Michigan,  chiefly  ore;  to  Lake  Huron,  gram  to 
Geo^ian  Bay;  to  Lake  Erie,  ore,  grain  and  coal  returning.  This  is  near  two- 
thirds  of  total  Great  Lakes  traffic.  The  stream  between  Lake  Michigan  and 
the  lower  lakes  comes  next.  The  rest  is  local  traffic  or  cross  lake  traffic,  with 
a  relatively  small  amount  of  through  traffic,  without  transfer,  betwea  upper 
lakes  ports  and  ''outside." 
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Measure  of  larsffic  paaring  14-foot  channels  of  the  St.  Lawrence  canals. 
Figures  ior  the  WeHand  caoiQ  are  not  greatly  differoit.  In  1915  the  St.  Law- 
raoee  fleet  was  taken  out  to  sea  and  the  canals  were  stripped  of  floating  equip- 
ment for  use  dimng  the  War;  the  boato  have  bera  exmoBg  back  since  the  War. 
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ST.  LAVYR^*^^'^  COMMERCE 
MONTREAL  TO  THE  SEA 

PORT  OF  MONTREAL  -  TRANS  ATUANTIC  COMHCRbC 
HEPORT  OF  HARBOR  COMMISSION. 
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The  growth  of  transatlantic  commerce  to  and  from  Montreal  reflects 
not  only  the  development  of  the  interior  but  the  successive  improvements 
of  the  chaxmel,  permitting  larger  carriers.  * 


